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I. INTRODUCTION

This document is an interim report in a study titled "Subacute Care: Policy
Synthesis and Research Agenda," being conducted for the Office of the Assistant
Secretary for Planning and Evaluation (ASPE). The purpose of the project is to provide
ASPE with a synthesis of subacute care research, practices, and trends; to provide an
assessment of public policies that impact subacute care; to identify areas for which
future research is needed; and to help formulate the studies that ASPE will need in
order to evaluate alternative policies regarding subacute care.

For this report, we defined “literature” very broadly to include published articles in
both the academic and trade press, as well as relevant unpublished documents
prepared by trade associations, investment analysts, providers and others. In brief, we
identified a large body of work, primarily produced over the last few years, as can be
seen from the accompanying bibliography; however, we found very little well-
documented, reliable information about the basics of subacute care--who is providing it,
what types of patients (and how many) are served, who is paying for it, how much it
costs, whether it saves money and what types of outcomes are produced. Below we
discuss what is known, and not known, about those issues, beginning with a discussion
of definitions.



II. WHAT DO PEOPLE MEAN WHEN THEY REFER
TO SUBACUTE CARE?

The term "subacute care" has been applied to a broad range of medical and
rehabilitative services and settings that provide care to post-acute patients. The earliest
literature on the topic used the term "subacute care" to refer to patients who did not
meet established criteria for medically necessary acute care, but who remained in
hospital beds licensed for acute care, largely due to lack of suitable alternative
placements. Prior to the full implementation of Medicare's prospective payment system
(PPS) in the mid 1980s, there was considerable discussion in the literature about
“hospital backup” and the resulting “administratively necessary days.”

Immediately after the introduction of PPS, however, a different concern emerged.
Under Medicare regulations at the time, patients who no longer met established criteria
for medically necessary acute care could be charged for the cost of remaining in an
acute care bed. In some areas of the country, some hospitals began developing
"subacute" services in acute care beds (Manard, et al.., 1988). A controversy ensued
between hospitals and nursing facilities over these newly identified subacute patients.
Policymakers were also concerned about the potential impact of this development on
quality of care and on total costs, particularly the cost to beneficiaries and to Medicaid
programs paying for dually-eligible beneficiaries.

As a result of that concern, the Prospective Payment Assessment Commission
commissioned a major national study conducted by Lewin-VHI of “Subacute Care in
Hospitals,” (Manard, et al., 1988). Among other things, this study found that “only a
small portion of Medicare discharges from hospitals spent one or more days as an
identified subacute patient [in an acute care bed]” (Manard, et al., 1988). The study did,
however, report an apparent emerging trend at the time: the increasing development of
distinct part, PPS-exempt units in hospitals to care for newly-identified “subacute
patients,” and the related development of increasing capacity (or need) to care for more
acutely ill, “post acute” patients in freestanding nursing facilities and other settings.

Today's literature uses the term "subacute care" nearly exclusively to refer to
patients treated in settings other than acute care hospital beds, paid under PPS.
Beyond this general description, however, there is little agreement in the literature about
what actually constitutes subacute care. There are some basic principles that are often
associated with subacute care, such as continuity of care and transitional care, that may
be important in determining the characteristics of subacute care.

A. How Is Subacute Care Defined in the Literature?

In order to determine what people mean by the term subacute care, we
completed a thorough content analysis of all of the available publications, trade journals,



and association literature related to subacute care. Exhibit 1 provides a table of
definitions, in chronological order, found in publications and trade journals. Exhibit 2
contains the definitions by associations, including the American Healthcare Association
(AHCA), the International Subacute Healthcare Association, Inc., the American
Subacute Care Association, and the Joint Commission on Accreditation of Healthcare
Organizations (JCAHO). As of October 10, 1994, AHCA and JCAHO each agreed to
adopt JCAHO's current definition in order to eliminate minor differences between the
organizations' previous definitions (Ukens, 1994). We also contacted several other
associations, including the American Hospital Association, the National Alliance for
Infusion Therapy, the National Association for Home Care, and the American
Association of Homes for the Aging; however, none of these organizations had
definitions for subacute care.

In general, the association definitions tend to be longer and more general than
the definitions used in the publications and trade journals, which demonstrates the
difficulty of pinpointing specific criteria on how to define subacute care.

B. Variations in the Use of the Term Subacute Care

The difficulty in defining the term subacute care has been well documented. One
recent study, prepared for the American Health Care Association, convened a panel of
clinical experts to discuss the definition of subacute care. The study participants noted
that “many of the clinical panel members took issue with the AHCA definition to the
extent that it defines a subacute program as one that, among other things, 'does not
require intensive diagnostic and/or invasive procedures’ without identifying a specific set
of services required by subacute patients” (Abt Associates, 1994).

The literature also reflects the uncertainty of what people mean by subacute
care. Subacute care is often used broadly to encompass any services, types of patients,
or care settings that would be remotely related to subacute care. For instance, the
American Subacute Care Association has a one-page description that covers patient,
service, setting, and cost-related information. In most cases, however, the definition is
based on one aspect of subacute care such as services, settings, costs or patients.

C. Concepts Commonly Applied to the Term Subacute Care

Although there are many disagreements as to how to define subacute care, it
seems that people commonly mean some kind of care that falls between acute-hospital,
medical care and long-term, rehabilitative care. Fifty percent of the articles we reviewed
defined subacute care in terms of this continuum of care, where subacute care is “a
hybrid between the hospital and the nursing facility” (Willging, 1993).

Patients, services, and costs, are also specifically mentioned in many of the
definitions. Twenty-eight percent of the definitions were patient-based, and most of



these used phrases such as “subacute patients are sufficiently stabilized to no longer
require acute care services but are too complex for treatment in a conventional nursing
center” (Hyatt, 1993), to describe 'the status of individuals who require subacute care.

Services and/or settings were described in twenty-five percent of the definitions.
Many of these articles mentioned a wide-range of services that are provided in the
subacute setting, such as “brain injury rehabilitation, high intensity stroke and
orthopedic programs, ventilator programs, complex wound care, specialized infusion
therapy, or post-surgical recovery programs” (Kelly, 1992). Duration of care is also an
important determinant of subacute care. Most of the definitions in the literature stated
that subacute care has a definite ending point, although the duration of care varies from
short term (3-30 days), to intermediate (31-90 days), to long-term (91 days-2 years)
(Burk, 1994).

Cost-based descriptions were mentioned in twenty-five percent of the definitions.
It is also important to note that while only one-fourth of the definitions specifically
mentioned cost, many of them did refer to the cost savings or cost-effectiveness of
subacute care somewhere in the discussion of subacute care.

There seems to be a general consensus in the literature that subacute care
represent a niche in the continuum of care between acute-hospital care and long-term,
nursing home care. Subacute care is referred to as a less costly alternative to hospital
care for those patients who require intense medical supervision and therapy, but are not
critical enough to be in intensive care in an acute-hospital ward. These patients also
would not be suited in a nursing home, that can not provide the specialized care and
intense medical care that many post-acute patients require. One of the difficulties in
specifically defining what we mean by subacute care is the fact that these units treat a
diverse mix of patients; and therefore, it is difficult to assimilate the units into one
patient-based category. This diversity requires a broad definition for the services,
settings and patient types that can be defined as subacute care; however, the basis of
subacute care as an “area of care that lies somewhere between inpatient hospitalization
and long-term services” (Burns, 1994), seems to be an acceptable way to describe what
people mean by the term subacute care.



EXHIBIT 1. Selected Definitions for Subacute Care
(Ordered by Date) (From the Literature)

Source

Definition

Manard, B., Gong, J., et
al. (1985)

"The use of hospital beds to provide a level of service below what (has been) thought to
be traditional acute care services"

Manard, B.; Gong, J., et
al. (1988)

"Care provided to patients who do not meet established criteria for medically necessary
acute care"

Koska, M.T. (February

"Transitional care unit", "Provides lower-cost inpatient care", "A private-sector approach

1989) to containing costs"

DeLorme, T. & "Long-term care settings that are cost effective, while offering a high quality of care"
DelLorme, J. (August

1989)

Cincinnati Business "Temporary care for patients who no longer need to stay in expensive acute care beds,
Courier (1990) but cannot be placed in a nursing home because there aren't enough skilled nursing

beds."

Grim, S.A. (1990)

ProPAC definition: "Care provided to patients who do not meet established criteria for
medically necessary acute care"

Ohio Department of Health: "A primary focus to prevent further physical deterioration, to
restore or rehabilitate and/or to provide terminal care for patients who no longer require
acute care but require 24 hour/7 days a week nursing care by a professional nurse,
who needs the availability of emergency backup, and may require two or more
procedures or therapies provided by a licensed nurse or therapist."

Komarek, A.G. (1990)

"The subacute care program addresses the special nursing needs of medically fragile
patients who do not need acute care but are too ill to be cared for by most skilled
nursing facilities."

Marren, J. (January-

"Alternative care facility”, "Lower-cost subacute facilities linked to skilled nursing and

February 1990) other long-term facilities"
McDowell, T.N. "Subacute patients no longer satisfy the criteria for medically necessary acute care
(October 1990) services but still require care during the subacute phase of recovery."

Hegland, A. (November
1990)

"A nursing home which has been turned into a more acute or subacute nursing facility
where all of the rehab patients are integrated throughout the facility, rather than placed
in a separate unit"

Lutz, S. (April 1992)

"Subacute care facilities provide care to patients who are chronically ill but medically
stable at less expensive rates than acute-care hospitals."

Fowler, F.J. (October
1992)

"Subacute care provides a less costly setting for acute care patients who no longer
need hospitalization but couldn't fully benefit from other levels of care such as: home
care, skilled and long-term care and rehabilitation.”, "Transitional care"

Kelly, M. (November
1992)

Subacute care units provide "brain injury rehabilitation, high intensity stroke and
orthopedic programs, ventilator programs, complex wound care, specialized infusion
therapy, or post surgical recovery programs...in specialized units of long-term care
facilities."

Freaney, M. (May 1993)

"Subacute care patients still need a sophisticated level of care while recovering from
surgery or while still hooked to a ventilator.”, "Post-acute", "Step-down", "Transition",
"Specialty nursing services"

Balsano, A.E. & Fowler,
F.J. (July 1993)

"Specialized level of care designed to address the post-acute discharge needs of
special populations"

Taylor, K.S. (July 1993)

"Subacute care units and facilities treat patients who require longer stays than do
traditional acute care patients."

National Health Policy
Forum (July 1993)

"Subacute care strategy is directed at providing post-acute care at a less costly and
more medically intensive way than skilled nursing facilities.”, "Post-acute care", Near-
acute care", "Transitional care", "Super-skilled care"

Hyatt, L. (July- August
1993)

"Subacute patients are sufficiently stabilized to no longer require acute care services
but are too complex for treatment in a conventional nursing center.”

Willging, P. (August
1993)

"Subacute is a hybrid between the hospital and the nursing facility.", "Traditional care"

Singleton, G.W.
(September 1993)

"Provides medical and rehabilitation serivces”, "Subacute care patients receive acute-
hospital quality care and more quality of life."

Barnett, A.A. (October
1993)

"Subacute care units treat patients too sick to go home but not sick enough to be
hospitalized"




EXHIBIT 1 (continued)

Source

Definition

Burns, J. (December
1993)

"Subacute care units house patients who no longer require inpatient acute-care
services yet need a higher level of care than is available in traditional skilled-nursing
facilities or at home."

Brooks, S. (1994)

"Subacute patients are sicker than the typical long-term care resident, but they stay for
90 days or less. They are usually recuperating from surgery but do not need intensive
care.", "Subacute care units incorporate technology with the more comfortable
atmosphere of nursing homes."

Tellis-Nayak, M. (1994)

"Subacute care is comprehensive inpatient care designed for someone with an acute
illness, injury or exacerbation of a disease process."

Burk, S. (February
1994)

"Subacute care is medical and rehabilitative therapy that is either short-term (3-30
days), intermediate (31-90 days), or long-term (91 days-2 years)."

Hegland, A. (February
1994)

Subacute care inlcudes, "Nursing home ventilator programs that decrease length of
stay and overall cost of care.”

Levenson, S.A. (March
1994)

"Currently the term subacute may be used to describe almost anything from high
intensity, short-term rehabilitation to traditional skilled nursing facilities.", "Care
rendered immediately after, or instead of acute hospitalization...given in a discrete unit
of a hospital or facility, or a freestanding facility, as part of a specifically designed
program...at a level of service generally more intensive than a nursing facility but less
intensive than an acute care facility."

Taylor, K.S. (March
1994)

"Subacute care is split between Medical (hospitals) and rehabilitative (long-term care)
services."

Burns, J. (April 1994)

"Subacute care--the area of patient care that lies somewhere between inpatient
hospitalization and long-term services."

Gonzales, C. (April
1994)

"Subacute care--a niche in the inpatient delivery of intersive rehabilitative medical care-
-offers services that fall somewhere between skilled nursing and acute hospital care.”

Hegland, A. (April 1994)

Subacute care services include "IV therapy, tracheotomies, and total parenteral
nutrition"

Anders, K.T. (June
1994)

"Sub-acute is a step-down unit from a hospital, not a step-up from long-term care.",
"Subacute care falls into two broad categories: medical and rehabilitative."

Burns, J. (June 1994)

"Provides comprehensive services for smaller hospitals and nursing homes."




EXHIBIT 2. Association Definitions of Subacute Care

Source Definition
American Health Care Subacute care is defined as a comprehensive inpatient program designed for the
Association individual who:

e Has an acute even as a result of an illness, injury, or exacerbation of a disease
process;

e Has a determined course of treatment; and

* Does not require intensive diagnostic and/or invasive procedures.
The severity of the individual's condition requires an outcome-focused, interdisciplinary
approach using a professional team to deliver complex clinical interventions (medical
and/or rehabilitation).
These highly specialized programs promote quality care through efficient and effective
utilization of health care resources.

International Subacute
Healthcare Association,
Inc.

Subacute care is a comprehensive, cost-effective and outcome oriented approach to
care for patients requiring short-term, complex medical and/or rehabilitation
interventions provided by a physician directed interdisciplinary, professional team.
Subacute services should be administered through defined programs without regard to
setting. Subacute programs typically are utilized as an inpatient alternative to an acute
hospital admission or an alternative to continued hospitalization, and may be a
component of a vertically integrated health care system.

American Subacute
Care Association

Subacute care patients are sufficiently stabilized to no longer require acute care
services but are too complex for treatment in a traditional nursing center. Subacute care
centers and programs typically treat patients who present with rehabilitative and/or
medically complex needs and require physiological monitoring.
Subacute care patients may require:

e Treatment and/or assessment of the care plan by physician

o Nursing Intervention of more than 3 hours per day; and/or

e Therapy services (i.e., physical therapy, occupational therapy, speech therapy,

respiratory therapy psychosocial); and
e The need for ancillary or technological services (i.e., laboratory, pharmacy, nutrition,
diagnostic, DME)

o Utilization of case management/coordination services.

Individuals at the subacute level of care are most effectively and appropriately served
by an outcome-oriented interdisciplinary treatment process. Subacute care programs
are focused on outcomes of functional restoration, clinical stabilization or avoidance of
acute hospitalization and medical complications.
A subacute level of care can be provided in a variety of settings, including skilled
nursing facilities, acute hospitals and specialty hospitals.
The objectives and goals of subacute care is the cost-effective and creative use of
healthcare resources to achieve maximal outcomes.

Joint Commission on
Accreditation of
Healthcare
Organizations

Subacute care is comprehensive inpatient care designed for someone who has had as
acute illness, injury or exacerbation of a disease process. It is goal-oriented treatment
rendered immediately after or instead of acute hospitalization to treat one or more
specific, active, complex medical conditions or to administer one or more technically
complex treatments, in the context of a person's underlying long-term conditions and
overall situation. Generally, the individual's condition is such that the care does not
depend heavily on high technology monitoring or complex diagnostic procedures. It
requires the coordinated services of an interdisciplinary team including physicians,
nurses, and other relevant professional disciplines, who are trained and knowledgeable
to assess and manage these specific conditions and perform the necessary
procedures. It is given as part of a specifically defined program, regardless of the site.
Subacute care is generally more intensive than traditional nursing facility care and less
than acute care. It requires frequent (daily to weekly) recurrent patient assessment and
review of the clinical course and a treatment plan limited (several days to several
months) time period, until a condition is stabilized or a predetermined treatment course
is completed.




ITI. SERVICES, SETTINGS, AND PROVIDERS

Most of the literature on subacute care mentions specific services, settings, or
providers. In this section, we examine these aspects of subacute care.

A. What Services are Identified with Subacute Care?

The literature includes a broad spectrum of services under the term "subacute
care." The table found below (Exhibit 3) provides a listing of most of the types of
subacute care discussed.

EXHIBIT 3. The Diversity of Subacute Care Services

Patient Source

Type of
Service

Parker (1994)
Hegland (1993)
Delone (1989)
Hanson (1994)
Burns (1993)
Cincinanti Base
Courier (1990)
Kelly (1994)
AHCA (1994)
Burk (1994)
Curative Technologies
Arbor Health (1992)
Kenenson (1994)
Koska (1989)
Barnett (1993)
Sengleton (1993)
MacLean (1994)
Brooks (1994)
Hyatt (1993)
Johnson (1993)
Lutz (1994)
Freaney (1993)
Narro (1991)

Pentacost (1990)

Ventilation X

x
x
x
x
x

XX
XX
XX
XX

Hip or Med X
rehab

Respirator X X X X
Care

Digestive X
Disease

Infusion X X X X X X
Therapy

Wound X X X X X X X X X X X X X
Care

AIDS X X X X

Chronically X
1l

CVA X

Cancer X X

XXX
x

Other High X X X
Tech

Head or X X X X X X X X
Brain
Injury

Orthopedic X X X

Post X X X X X X X X X
Surgical

Hospice NA X

Alzheimers NA

Cardiac X X X X X X X X
Rehab

Pressure X
Ulcers

Pre and X
Post
Transplant

Infectious X
Disease

The chart illustrates consensus that care to ventilator dependent patients, brain
or head injury patients, or patients requiring orthopedic or cardiac rehabilitation are
considered potential subacute care patients. Subacute care services are the services




required by these types of patients. In addition, post-surgical care and wound care are
frequently cited. There is less frequent mention of infusion or IV therapy, dialysis, or
care to patients suffering from stroke, AIDS, cancer, or spinal cord injuries. Each of the
following was mentioned only once: infectious disease or pre- and post-transplant care
(Hyatt, 1993), pressure ulcers (Levenson, 1994), hospice (AHCA, 1994) or Alzheimer's
patients (Pentacost, 1990). One person explicitly ruled out providing care to hospice or
Alzheimer's patients in subacute settings (Kelly, 1992).

B. How Are Subacute Care Services Categorized?

A number of ways to categorize subacute care have emerged as the field has
developed. After conducting a survey of providers, discussed in more detail below, the
Moore Group (1994) categorized subacute care as either “medical”’ or “rehabilitative.”
The Hillhaven Corporation has used a typology to categorize subacute care by length of
stay (Bums, 1993):

e Short Stays of 3 to 30 days in which they estimate 75 percent of their subacute
care business is and in which care is either medically complex or rehabilitative;

e Medium Stays of 31 to 90 days in which they estimate 22 percent of their
subacute care business is and in which patients require both medical and
rehabilitative services; and

e Long Stays of 91 days to less than two years in which they estimate three
percent of their subacute care business is and in which care is either for
catastrophic illness or ilinesses with a very slow rate of recovery.

Griffin has categorized subacute care by type of patient, length of stay, nursing
care intensity, and physician visits, ultimately dividing subacute care into four sub-types:
general, transitional, chronic, and long-term transitional hospital care (Anders, 1994).

C. In What Settings Do These Subacute Care Services Take Place?

Services for the types of patients described above are currently provided in many
different settings:

e Hospitals:
— PPS-reimbursed acute care hospitals
— Long-term care hospitals
— Rehabilitation hospitals and distinct part units

e Skilled Nursing Homes:
— Hospital-based nursing homes
— Free-standing nursing homes



e Recovery Units attached to Surgery Centers
e At home, with or without home care

Despite the diversity of settings in which the literature presents subacute care as
being provided, most of the available literature focuses on care provided in skilled
nursing homes, primarily free-standing facilities.

D. What Do We Know about the Providers of Subacute Care?

We identified four surveys regarding self-identified as subacute care providers.
One survey was conducted in the late 1980s (Timmrock, 1989) while the other three
surveys have been more recent (Hospital Association of New York State, 1993;
Massachusetts Federation of Nursing Homes, 1994; The Moore Group, 1993). One
survey gathered information from eight states while three surveys focused exclusively
on providers in one state: California (Timmreck, 1989); Massachusetts (Massachusetts
Federation of Nursing Homes, 1994); and New York (Hospital Association of New York
State, 1993), respectively. These surveys and the information they provide on subacute
care providers is found below.

1. California Survey
A survey of 12 convalescent hospitals in southern California was conducted in
the late 1980s; the results were reported in an article entitled "Subacute Care in Long-
Term Care Facilities.” The 12 facilities had 1,307 total beds. Most of the facilities
provided terminal illness care (10), care to massive stroke patients (10), hip fracture
patients (10), patients with decubitus ulcers (9), patients requiring tube feeding (9),
wound care (8), and tube feeding with pump (8). Four trends were identified by the
researcher:
e Anincrease in patients with unhealed surgical wounds;
e Anincrease in terminally ill patients in advanced stages of disease;
e Anincrease in patients with decubitus ulcers; and
e An increase in movement to and from the hospital.
2. Massachusetts Federation of Nursing Homes
This survey, completed in 1994, reports results collected from 95 nursing
facilities with almost 11,000 beds; virtually all facilities are free standing. The

researchers do not provide a definition of subacute care, although they do distinguish
between “rehabilitation” and “medical’ subacute care within the body of the survey.

10



Eighty percent of all facilities that responded to the survey reported providing
rehabilitation subacute care; 65 percent of all facilities reported providing medical
subacute care; 66 percent facilities reported having full-time rehabilitation teams
dedicated to subacute care; 94 percent of subacute patients were reported to receive
rehabilitation services five to six days per week. More than one-half (55.2%) of patients
served by these facilities was reported to require fewer than three hours of skilled
nursing care per day.

The Massachusetts survey asked their members to describe the types of
services they were able to provide rather than services they were providing. Some of
the selected categories of care and the percent of facilities that indicated they had the
capacity to provide that care are found below (Exhibit 4).

EXHIBIT 4. Percent of Providers Offering Selected Types of Subacute Services
Selected Categories of Services Percentage

Wound Care 99%
Care to stroke patients 96%
Fractures 96%

Pain Management 92%
Diabetes 92%
Nutritional Therapy 91%
Hospice 88%
Ventilator 8%

Brain Injury 40%
Spinal Cord 36%
SOURCE: Massachusetts Federation of Nursing Homes Subacute Care Survey, 1994
(Unpublished)

3. New York State Survey

The Hospital Association of New York State conducted a survey of all the nursing
homes in New York State of subacute care in March 1993. The response rate on this
mail survey was 43 percent. Public nursing homes were the most likely to return the
survey, while proprietary facilities were the least likely.

The New York State survey offered respondents various definitions of subacute
care from which to choose; medical specialty units," “designated care for patients who
no longer need acute care services but still require highly skilled technologically
advanced therapies” or “both” (*don't know” and “other” also were options). The survey
results indicate that the vast majority of respondents defined subacute care as either
"designated care" or “designated care and medical specialty care.” Thirty-seven percent
(101 facilities) of the nursing homes responding were providing some type of designated
specialty care as described above; 12 are providing “subacute care.” It is not clear what
this use of “subacute care” means, but the statistics provided are for these 12 units.
Although respondents to the New York State survey indicated that they were providing
care to a group of patients with higher acuity than “traditional,” none of the nursing
homes had applied for “any special reimbursement arrangements or waivers for the
complex care being provided” (p.7).
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4. The Moore Group

This consulting group sampled hospital-based long-term care units and
freestanding nursing facilities (N=94) that they characterized as providing subacute
care. The method used to identify these facilities was not fully explained. The states
where facilities were located were almost all Western or Southwestern states: Arizona,
Arkansas, California, Colorado, Idaho, Kansas, Texas, and Utah. The definition of
subacute used by the Moore Group was “services provided to patients who no longer
require acute hospitalization but need more medical care than that provided at home or
in traditional long term care settings.”

More than 50 percent of the providers of subacute care surveyed were located in
California; 60 percent were free-standing nursing homes. Approximately 70 percent
were part of a chain of facilities, and facilities with rehabilitation services were more
likely to be chains. Most facilities providing subacute services had on-staff therapists,
and most subacute providers had managed care contracts.
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IV. PATIENTS

This section focuses on what the literature on subacute care has to say about the
individuals using that type of care.

A. What Are the Characteristics of Patients Served in Places
Identified as Subacute Care Settings?

As far as we have been able to determine, there have been no surveys or
analyses of the patients actually receiving care in places that are identified as “subacute
care” providers.

There is, of course, a rather voluminous literature on the age, sex, and functional
characteristics of patients served by nursing facilities and home care agencies
reimbursed by Medicare. The Rand Corporation has examined post-hospital care for
Medicare beneficiaries in the year ending June, 1988 (Steiner & Neu, 1993). They found
that post-acute use of formal care, in general, increases with age although utilization of
home health care and rehabilitation peak for those aged 75 to 79, and then drop off
somewhat. For SNF post-hospital users, there is no peak. There also appears to be a
difference in type of post-hospital utilization by diagnosis; for instance, heart failure and
shock is the second most important DRG for home health care use but ranks tenth in
importance for SNF use and does not appear among DRGs important for rehabilitative
use.

B. What Do We Know about the Length of Stay in Subacute Care
Units?

Estimates of how long patients are in subacute care vary dramatically as can be
seen from Exhibit 5. Lengths of stay range from three days to seven years.

C. What Is the Volume of Subacute Care Patients?

The available literature provides undocumented estimates that between 65
percent (Barnett, 1994) and 75 percent (Varro, 1991) of subacute patients are Medicare
beneficiaries and that the remainder of patients are younger. Studies of the discharge
destination of Medicare patients discharged from acute care facilities can be used to
provide a rough estimate of the Medicare patients that could presumably use subacute
care. The Rand Corporation has studied two nationally representative samples, each
composed of a 20 percent random sample of all Medicare patients discharged from
acute care hospitals during the 12 months that ended in June, 1985 (Neu, Harrison, &
Heibrunn, 1989) and the 12 months that ended in June, 1988 (Steiner & Neu, 1993).
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According to the two studies, the following percentages of Medicare hospital discharges
used post-acute care:

1985 1988
discharged home with home health care 12.8 percent 13.7 percent
discharged to a rehabilitative hospital n/a 1.1 percent
discharged to a SNF 3.1 percent 2.8 percent
discharged home with no Medicare financed 84.1 percent 82.5 percent
post-acute care

As one can see from this chart, the largest proportion of each sample went home
without any Medicare-financed post-acute care. This data can provide information on
which to base a very rough estimate of the Medicare candidates for subacute care. If
one assumes that all Medicare recipients discharged to rehabilitation hospitals and
skilled nursing facilities in 1991 could have been termed “subacute care,” these
statistics would translate to a potential Medicare subacute population of 417,000 (based
on total Medicare hospital discharges of 10.7 million). Barnett (1994) maintains that 65
percent of patients in units identified as subacute are Medicare beneficiaries while Varro
(1991) estimates that Medicare beneficiaries make up 75 percent of his patient
population. If one uses a figure of 70 percent as representing the proportion of the
subacute population represented by Medicare beneficiaries, then the total subacute
patient population would approach 596,000 Individuals in 1991.

EXHIBIT 5. Estimate of Length of Stay in Subacute Settings

Source 0-30 Days 30-45 Days 45-60 Days 60-90 Days 90+ Days Remarks
Cincinatti Business | 30 Days Maximum Ohio Only
Courier (1990)

Varro (1991) ALOS = 34.2 Days All Patients |
Barnett (1994) 30-90 Days
Burns (1993) 3-30 Short 31-90 Days Medium 91 Days-2
Yrs LTC

Balsano & Fowler 15-30 Days Original
(1993) Intent
Burns (1994) 10-100 Days
Freaney (1993) Few Days to More than Month
MacLean (1994) 20-30 Days -

Both Medical

and

Rehabilitation

Subacute
O'Donnell (1993) 45-60 Days
Anders Cites 5-40 Days
Madigan (1994)
Anders Cites Griffin | 3.5 to 90 Days
(1994)
Levenson (1994) Several Days to Several Months

SOURCE: Lewin-VHI Analysis of the Literature.

Abt and Associates have studied the issue of subacute care and potential
Medicare savings under the auspices of the American Health Care Association (1994).
This study is discussed in more detail later in this paper. This study also can be used to
estimate the subacute care population. Briefly, Abt and Associates estimated that SNFs
could have provided subacute care to 2.9 million Medicare beneficiaries in 1991. Using
the same estimate that Medicare beneficiaries represent 70 percent of the subacute
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population, the total potential subacute care population would number 4.1 million. The
Abt Study did not consider patients who would have gone home after hospitalization,
without further care.

One difficulty with exclusively using discharges to rehabilitation hospitals or SNFs
to estimate the potential subacute care population is that this method eliminates
individuals that went home from the hospital with home health care. Recent
technological advances that facilitate treatment in the home (Estes, Swan et al.., 1993)
and the documented higher rate of instability among Medicare patients discharged
home (Kahn et al.., 1990) may indicate that all those discharged home with home health
care should not be eliminated from the estimate.

Other estimates of the size of the subacute care population are even less
substantiated than the estimates found above:

e Two authors maintain that 10 percent to 20 percent of all acute hospital patients
could be moved to subacute care (Brooks, 1994; Johnson, 1993).

e Burk (1994) maintains that 40 percent of all acute patients could be treated in a
subacute setting.

e Ting (1994) maintains that up to 20 percent of patients in tertiary hospitals could
be classified as subacute.

e MacLean has developed a table that indicates percentages of 11 different types
of patients. that could be considered to be subacute, by DRG. These
percentages range from 2 percent of chemotherapy patients to 62.5 percent of
patients with major joint and limb reattachment procedures of lower extremity.
However, there is no indication of from where this information originated.

e Koska (1989) and others cite the 1988 ProPAC Study of subacute care in
hospitals (Manard, et al.., 1988) of 4.0-4.2 million patient days as an estimate of
subacute care volume. That study, however, found that most of these patient
days were attributable to patients waiting for a long term care placement, few
would probably quality under today's definition of “subacute care.”

Ting (1994) maintains that methodology to estimate subacute care demand
cannot be based on historical rates; that diagnosis-specific methods must be used
because most subacute care facilities are disease-specific. In addition, he maintains
that rates must be adjusted because all patients with a specific diagnosis will not need
subacute care.
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D. Where Do Subacute Patients Go from Subacute Units?

Once again, there is little information available on where patients identified as
subacute care patients go after discharge from subacute care settings. Although Varro
(1991) maintains that 95 percent of subacute care patients go home, it seems
reasonable to assume that some percentage of patients in subacute care settings would
die and that some would be discharged to long-term care facilities.
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V. THE COSTS AND FINANCING OF
SUBACUTE CARE

The growing number of subacute care providers is largely a result of government
and private payer coverage and payment policies, and the increasing efforts of both
payers and providers to find more efficient, less costly alternatives to inpatient acute
care. Medicare pays a large share of subacute care, in part because payment
incentives encourage providers to discharge patients from the acute care setting to
post-acute settings. There is also increasing pressure on state Medicaid programs to
increase reimbursement rates for long-term care patients requiring specialty care, such
as patients with Traumatic Brain Injury. Government payers, therefore, have a strong
interest in determining whether subacute care is truly a cost-effective alternative.

In this section, we examine first key policy and research issues in analyzing the
costs and potential savings of subacute care. Following this discussion, we provide an
analysis of the literature on the costs and potential savings of subacute care.

A. Issues in Analyzing the Costs and Potential Savings of Subacute
Care

A review of previous studies of the costs and potential savings of subacute care
must address a number of key issues. These issues include how different studies define
costs (i.e., whose costs are measured), what unit of analysis is used (e.g., costs per
day, total costs), what types of settings are evaluated, and a few additional issues.

1. Whose costs are measured?

One of the key issues to consider when reviewing previous studies of costs and
potential cost savings of subacute care is whose costs are measured. There are a
variety of payers for subacute care and studies often measure only the costs of a single
payer, such as Medicare or a managed care organization, as determined by the study's
sponsor or by limitations in data. That is, a managed care organization is primarily
concerned with the costs that it must incur. It is less likely to be concerned with costs
attributable to other payers, including Medicare and enrollee out-of-pocket costs. Policy
makers, however, might find it more useful to consider total costs to society (i.e.,
regardless of payer source), since true savings occur only when total costs decrease,
not simply when costs are shifted from one payer to another.

It is also important to consider whose costs are measured since cost savings
may differ among payers with different payment policies. For example, consider a
patient who is transferred from an acute inpatient hospital bed to a less costly subacute
setting with no increase in total length of stay. Total medical resource costs decrease
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for this patient. If this patient were enrolled in a managed care organization, provider
payments would likely decrease as well. If this patient were a Medicare beneficiary,
however, total payments would likely increase, since the hospital is paid a fixed amount
per discharge regardless of LOS and payments to the subacute provider are made in
addition to these hospital payments on a per diem basis. Medicare's three day prior
hospitalization requirement for SNF care, restrictions on competitive bidding, and other
policies may also contribute to differences in potential savings between Medicare and
other payers.

It may also be important to consider the patient's out-of-pocket costs. Consider,
for example, a Medicare beneficiary receiving rehabilitation therapy whose coverage is
shifted from Medicare Part A to Part B. For this patient, total costs are unchanged. An
analysis of Medicare costs, however, would reflect a net savings to Medicare. Medicare
costs decrease while total costs do not change because Medicare-covered therapies
are fully paid for under Medicare Part A but require a 20 percent beneficiary copayment
under Medicare Part B. That is, costs are shifted from Medicare to the beneficiary.

2. How are costs defined?

A second major issue to consider is how costs are defined. There are at least two
alternative approaches to analyzing the potential differences in costs for subacute
patients. An examination of Medicare costs, for example, could include:

e An analysis that examines Medicare reimbursement for a single day of care (i.e.,
cost per patient day), or

e An analysis that compares Medicare reimbursement for patients for the entire
episode of care, including both the acute care stay and subacute care stay.

The most common method for describing costs in the available literature
addressing subacute care is in terms of "costs per patient day." Describing costs in
terms of costs per patient day, however, may mask potential important differences in
length of stay across settings, or the effect of transferring patients on total length of
stay. An analysis of costs expressed as the sum of costs across the snore length of stay
may be preferable, therefore, to an analysis of costs per day.

3.  What type of subacute care setting (or patient) is examined?

A third key issue to consider when reviewing previous studies of the costs and
potential cost savings of subacute care is the type of subacute unit examined. Most
reports in the literature refer to the estimated costs of subacute care in one particular
setting. While such research provides valuable information about this type of care or
setting, it does not capture the potential variation in costs and savings across settings.

Similarly, the costs and potential savings of subacute care vary among different
types of patients. Patients in certain disease categories may exhibit cost savings, while
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patients with other diagnoses may not demonstrate reduced costs or may exhibit
increased costs associated with the use of subacute care.

4. Other Issues

Finally, studies vary considerably in the degree to which they include in the
analysis costs other than direct costs of care. Some of the other costs that might be
included in an analysis of the cost of potential surveys of subacute care include the
following--

e Transaction costs associated with transferring people from one setting to
another: These costs may be incurred for a variety of reasons; for example, if a
patient transfer requires ambulance service to transport the patient from one
facility to another, or results in additional administrative costs.

e Capital investment costs for building new beds and converting old beds: A review
of the literature indicates that constructing new subacute care units or converting
existing facilities to subacute care units is expensive. Estimates of the cost of
building a new bed range from $33,000 to $1 50,000 (Modern Healthcare, 1992;
Johnson, 1993). The cost of converting beds is reported to be much less, ranging
from $10,000-$15,000 per bed to convert a traditional skilled nursing unit to a
subacute care unit to $20,000 per bed to convert a psychiatric care unit to a
subacute care unit (Anders, 1994i Gonzales, 1994; Modern Healthcare, 1992).
These costs should not be counted, however, since they are already Included as
depreciation in the providers costs.

e The fixed costs of empty hospital beds: Does the study consider the costs
associated with a reallocation of the fixed costs associated with empty beds to
other patients? Some argue that these costs should be subtracted from any
savings since they are a result of treating patients in subacute care units.

B. Review of the Literature

There is a modest amount of literature describing the costs and potential savings
of subacute care. Sources of data are most often the trade press and equity research
reports. In this section, we first review the literature on the costs of subacute care. A
summary of this literature is provided in Exhibit 6. Following this, we provide an
analysis of the literature on the potential savings of subacute care.

1. Costs
Estimates of the cost of subacute care in the available literature range from $200
per day to over $900 per day (Levenson, 1994; Robertson, Stephens and Co., 1994).

As Exhibit 6 illustrates, most of the estimates place average costs for subacute care
within the range of $300 per day to $700 per day (Sherman and Walker, 1994; Salomon
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Brothers, 1993; Barnett, 1993; Brooks, 1994; Hyatt, 1993; Cowen and Co., 1993;
Koska, 1989; Alex Brown and Sons, 1993; Paine Webber, 1993; and Varro, 1991).

Importantly, the majority of sources define costs from the payer’s perspective;
that is, these costs reflect the charges of or payments to subacute providers rather than
the provider's costs. This is important since payments vary significantly by payer. In a
recent equity research report, for example, Cowen and Company indicated that private
pay revenues for subacute average $475 per day, while Medicare payments average
$280-350 per day (Cowen and Co., 1993).

Estimated costs of subacute care are also undifferentiated across settings or by
type of care. Researchers often examine only a single type of subacute care setting. As
Exhibit 6 illustrates, costs of subacute care most often refer to care provided in
subacute units in nursing homes. MacLean divides costs into those for medical
subacute and those for subacute rehabilitation. Reported costs range from $300-600
per day for medical subacute care and $400-700 per day for subacute rehabilitation.

2. Potential Savings

While there are numerous assertions in the literature that subacute care is a less
costly alternative to hospitalization, (Banta, 1993; Barnett, 1993; Brooks, 1994; Bums,
1994; Freaney, 1993; Hicks and Miner, 1993; Hyatt, 1993; Kania, 1993; Levenson,
1994; O'Donnell, 1993; Skolnick, 1994), there is no definitive study of the potential
savings of subacute care. Most of the information on the potential savings of subacute
care is provided without reference to the source of data and without a description of how
costs were calculated. In addition, a major limitation of these data is that they often
compare “apples to oranges.” That Is, there is often little or no effort to control for
differences in the types of services provided or patient characteristics across settings.

The best available research to date is a study conducted by Abt Associates for
the American Health Care Association (Abt, 1994). In this study, researchers asked a
panel of clinicians to estimate the share of current hospital patients for selected DRGs
who could receive subacute care at a property staffed and equipped freestanding
nursing home (“subacute nursing home”). Clinicians were provided with data on
average length of stay by DRG and were asked to use their judgment to estimate the
number of days patients would need to spend in a hospital before they could be
transferred to a subacute nursing home.

This study succeeds where others fall short in a number of regards. First,
researchers acknowledged that potential savings differ by type of patient. For example,
potential savings for subacute care patients diagnosed with skin grafts for injuries
(DRG439) are not necessarily the same as savings for patients diagnosed with fractures
of the hip and pelvis (DRG3236) due to differences in baseline costs, total length of
stay, and the potential number of subacute days. Second, researchers accounted for
the fact that costs are not spread evenly throughout the patient's acute care stay. Costs
were allocated such that the first. few days of a patient's acute care episode were
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assumed to be more expensive than the last few days. Third, researchers estimated
savings under a variety of scenarios, including those in which Medicare payment policy
is changed in order to realize savings for patients discharged earlier from the acute care
setting, and in which Medicare is required to reimburse providers for the fixed costs of
empty hospital beds.

Based on these analyses, the study concluded that Medicare might save $7-9
billion per year if patients were treated in SNF-based subacute facilities rather than
acute care settings. Estimated savings increased above $7 billion depending on
whether the three day prior hospitalization requirement was removed and on Medicare's
reimbursement of hospitals for the cost of empty acute care beds. The Abt Study
concluded that removal of the three day prior hospitalization requirement would result in
additional savings of $0.5 billion, and that if Medicare were not required to reimburse
hospitals for the costs of empty beds, savings would increase by $1.5 billion. The
authors note, however, that the large majority of savings are contingent entirely upon
the rebasing of the hospital DRG Medicare payments

It is also important to note that the potential savings of $9 billion reflect a shift of
19.6 million days of care from the hospital setting to subacute units in freestanding
SNFs. This large number of days represents over one-fifth of all Medicare hospital days
and an increase of 65 percent in Medicare SNF days. The study's authors note that their
estimates of the number of Medicare patients and patients days are the “maximum
potential” who could be treated in SNFs, and that these estimates do not account for the
fact that “not all hospital patients would have access to subacute SNFs, and others
might have access to alternative programs (e.g., hospital-based subacute, hospital
rehabilitation units, home health).” The practical feasibility of a shift of this magnitude
must also be considered when examining these potential savings estimates.

There are also a number of important methodological limitations of this study,
many of which are prominently noted by the study's authors. Researchers noted that
“panel members felt that an episode of care is more dependent on patient severity,
clinical decision making, and treatment management than it is on diagnosis.” Panel
members also expressed concern with the definition of subacute care used for the
study, which defined a “subacute care program as one that, among other things, 'does
not require intensive diagnostic and/or invasive procedures' without identifying a specific
set of services required by subacute patients.”

An additional concern regarding the Abt study is the assumption that the total
length of stay for patients cared for solely in an inpatient acute care setting will not
change as a result of being transferred to a subacute unit. That is, the total length of
stay is simply divided among inpatient acute care and subacute care. Patients with a
respiratory system diagnosis with ventilator support (DRG475), for example, currently
have an average hospital length of stay of 14.53 days. The clinical panel estimated that
prior to transfer to a subacute care setting, these patients would require, on average, 10
days of hospital care. The Abt study assumes that patients' length of stay in the
subacute setting would average 4.53 days (14.53-10 days). That is, absent any

21



research to the contrary, the study's authors assume that average total length of stay
does not change as a result of transfer to a subacute setting. It is possible, however,
that a transfer to a subacute unit may increase total length of stay, thereby reducing
(and possibly eliminating) estimated cost savings. Alternatively, patients' average total
length of stay may decrease with transfer to a subacute unit.

Finally, one scenario considered by the researchers assumes elimination of
Medicare's current requirement of a minimum three day hospital stay prior to SNF
coverage for specified DRGs. The overall impact of this policy shift could be to increase

Medicare costs in ways not considered by the study.

EXHIBIT 6. Summary of Estimated Costs and Potential Cost Savings of Subacute Care

Source

Definition of
Subacute/Setting

Source of Estimates

Subacute Costs

Costs Relative to
Other Settings

Alex. Brown & Sons
Incorporated

The nursing and long-
term care facility
industry.

(1993, December):
Lawson, D.J.

SNF lower-acuity
subacute patient

not specified

$250-$500 per patient
day

not specified

Burns, J.

Business side of
subacute care. Modern
Healthcare

(1993, December 13)

transitional facility,
step-down facility

not specified

not specified

subacute care costs
about 30% less than
traditional hospital care
on a case-by-case
basis

Burns, J.
Sorting out subacute
care. Modern

long term care
hospitals

Columbia/HCA
Healthcare Corp.,
Community Psychiatric

not specified

one-third of traditional
hospital care

Healthcare Centers and Beverly
(1994, April 25) Enterprises
Cowen & Co. subacute care units in not specified $280-$350 per day Subacute care costs

The post-acute
spectrum of care.
(1993, May 19): Hicks,
W.G., & Miner, K.M.

nursing homes

(Medicare payments);
$475 per day (Private
pay revenues)

are 40-60% below
acute care costs.

Dean Witter.
Facility-based long
term care industry: The
future of the nursing
home field.

(1993, April 2): Banta,
M.G.

subacute units in
nursing homes

not specified

$300 per day @
Hillhaven;

$550 per day @
Integrated Health
Services

$700-$1000: acute
hospital;

$850: acute
rehabilitation hospital

Freaney, M.

Health care firms
rushing to offer
subacute care.
Baltimore Business
Journal.

(1993, May 28)

subacute, post-acute,
step-down or
transitional care

Meridian Health Care
report costs

$500 per day

$1000 in general
hospital

Hyatt, L.

Subacute care: an
important new trend.
Nursing Homes
(1993, July-August).

medical specialties
services

not specified

not specified

typically 20-50% less
expensive than similar
care in a hospital
setting

Koska, M.T.

Private sector courts
low-cost subacute
care. Hospitals.
(1989, February 5).

transitional care unit

American Transitional
Care reported costs

$270-$400 per day at
American Transitional
Care

not specified
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EXHIBIT 6 (continued)

Source

Definition of
Subacute/Setting

Source of Estimates

Subacute Costs

Costs Relative to
Other Settings

Levenson, S.A.
Subacute care: Why
nursing homes
practitioners should
take notice. Nursing
Home Medicine.
(1994, March)

subacute units in
nursing homes

not specified

$200-$750 per day

about one-third of
acute-care rates

Paine Webber.
Adding to the
continuum: Emerging
new market for
subacute care--An
investment
perspective.

(1993, July 16):
O'Donnell, H.

subacute units in
nursing homes

not specified

High end: $700 per
day or more;

Low end: $250-$400
per day.

acute care hospital:
$1000;

rehabilitation hospital:
$700 or more

Robertson, Stephens &
Company.

The subacute/long-
term care industry:
Meeting the needs of
payers, patients and
investors.

(1994, April 4):
Skolnick, S.R.

subacute units in
nursing homes

not specified

$350-$900 per day

$1500 (in some cases
as hight as $2500)

Sherman, D., and
Walker, L. (Abt
Associates, Inc.)
Subacute Care in
Freestanding Skilled
Nursing Facilities: An
Estimate of Savings to
Medicare.

(1994, June)

properly equipped
subacute unit in
freestanding nursing
home

self-reported costs of
SNF operators and
Medicare claims
payment data

range from $200-$700
per day;

most often between
$300-$350 per day

relative costs not
estimated on per diem
basis

Varro, B.

LTC hospital--a
successful species
propagated in Dallas
by Baylor. AHA News.
(1991)

long term care hospital

not specified

$480 per day in 1990,
$435 per day in 1991

not specified

Willging, P.

New directions in long
term care. Provider.
(1993, August)

subacute units in
nursing homes

not specified

not specified

savings of 50-60% for
subacute care in
nursing facilities
compared to acute
care hospitals
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VI. PAYERS

It is generally agreed that most subacute care is paid for by Medicare (Shepherd,
1994). Between 65 percent (Barnett, 1994) and 75 percent (Varro, 1991) of patients in
units identified as subacute are said to be Medicare beneficiaries. The remaining
patients are financed by private sources.

Managed care is said to be increasingly important as a payer for subacute care,
judging by the recent increase in interest in managed care In the literature (Burk, 1994;
Fowler, 1992; Gill, 1994; Gill & Balsano, 1994; Hyatt, 1994; Mason, 1994; Nichols,
1994; Taylor, 1993, 1994; Waxman, 1994; Wise, 1993). A recent survey by the
Massachusetts Federation of Nursing Homes (1994) of 95 facilities representing more
than 11,000 beds indicates that 65 percent of the 95 facilities surveyed provide medical
subacute services and 80 percent provide rehabilitation subacute care. Approximately
two-thirds of the 95 facilities indicated that they had one or more managed care
contracts although the percentage of care paid by managed care was less than five
percent for those facilities with contracts.

A 1993 survey of 420 long-term care providers in eight states identified 94
facilities providing subacute care (Moore Group, 1993). However, managed care
information was provided only for California facilities where approximately 88 percent of
the facilities providing subacute care had managed care contracts. One estimate is that
75 percent to 80 percent of inpatient rehabilitation patients will be covered by managed
care by the middle of the decade (Fowler & Gill, 1993).

Medicaid is generally thought not to pay for a great deal of what is called
subacute care, although across the country various special programs related to
Medicaid-reimbursed subacute care are being considered. Exhibit 7 lists state
legislative activity in 1993 related to the types of patients often included under subacute
care. Other state level activities include the following:

1. California

California has had a subacute care program since 1988 (Komarek, 1990). The
California subacute program included tracheostomy care for 50 percent of the day;
tracheostomy care with one of six treatments (total parenteral nutrition [TPN], two or
more hours per day for five days per week of physical occupational and/or speech
therapy, tube feeding, inhalation therapy treatment, IV therapy) or any three of these six
treatment procedures.

2. lllinois
In 1992, the State of lllinois enacted a subacute care law that required the State

Board of Health to "investigate alternative health care models" (Pick, 1994, p.1). As a
result of the legislative mandate, in 1994 the State of lllinois was in the process of
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establishing a five year demonstration project of 13 subacute units (7 in hospitals and 6
in long-term care facilities) that was to determine the cost-effectiveness of subacute
care and the need to license subacute units separately (Bums, 1994). As of September
21, 1994, only two units had been approved for participation in the demonstration
(Vaczek, 1994).

3. Maryland

In July 1994, the State of Maryland applied to HCFA for a 1115 Research and
Demonstration Waiver for the Medicaid High Cost User Initiative (HCUI) “to test whether
now forms of case management and managed care can significantly lower the cost of
care for clinically-focused groups of high-cost/high-risk patients, while maintaining or
improving service quality” (Maryland Department of Health & Mental Hygiene, 1994).
The HCUI will attempt to cut costs by using managed care systems, as well as placing
patients in the “least costly settings appropriate to each patient's needs” (Valentine,
1994). The HCUI will focus on the 10 percent of Maryland's Medicaid recipients who
account for approximately 70 percent of expenditures.

4. New Jersey
New Jersey is developing Medicaid guidelines for "facility-specific payment rates

for subacute services--including: ventilator-dependent AIDS, Huntington's disease,
(and) special pediatrics” (AHCA, May, 1994, p.3).

EXHIBIT 7. 1993 State Legislation Relevant to Subacute Care

State Legislation

Arkansas SB 712, Public Law 918, 1993 Laws

e Drug Therapy Services

Defines home intravenous drug therapy services, delineates procedures for Medicaid
payment for the services, and established sanctions for violation of the procedures. The
law specifies requirements that home intravenous drug therapy providers must meet,
including quality control and record-keeping procedures.

California AB 36, Public Law 1030, 1993 Laws

e Technology Dependent Children

Creates a pediatric service continuum program in Medi-Cal for medically fragile
children. Additional services will be covered by Medicaid for children dependent on
technology and other medically fragile children.

Louisiana HB 1579, Public Law 654, 1993 Laws

e Head Injury Fund

Creates the Louisiana Traumatic Head and Spinal Cord Injury Trust Fund which shall
consist of moneys collected from additional fees imposed on all motor vehicle violations
for driving under the influence, reckless operation and speeding. Allocates such
moneys to fund rehabilitation programs. Creates an advisory board consisting of 12
members serving four-year terms without compensation.

Montana SB 145, Public Law 591, 1993 Laws

e Traumatic Brain Injury

Establishes a traumatic brain injury trust fund composed of donations or grants
received from providing services for persons suffering from traumatic brain injury.
Defines traumatic brain injury.

Nebraska LR 214, 1993 Laws

e Rehabilitation Option

Calls for analysis of the benefits of adding the rehabilitation option to the Medicaid plan.
The objective of the resolution is to increase access and contain costs.
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EXHIBIT 7 (continued)

State

Legislation

New Jersey

SCR 81, 1993 Laws

e Head Injury

Establishes a Legislative Commission on Programs and Policies for Persons with Head
Injuries. The Commission will develop recommendations regarding the most effective
means of improving the quality and scope of rehabilitation services for head injured
persons.

North Dakota

SB 2473, Public Law 475, 1993 Laws

e Traumatic Brain Injury

Establishes a system to provide services to people who have suffered a traumatic brain
injury.

Tennessee SB 1419, Public Law 443, 1993 Laws
e Head and Spinal Cord Injury Information System Act
Creates the Traumatic Brain Injury Advisory Council. Provides for the position of TBI
coordinator to supervise and coordinate the implementation of a registry and services
system for persons with traumatic brain injuries.
SB 1662, Public Law 470, 1993 Laws
e Traumatic Brain Injury
Establishes an impaired drivers fund to provide financial assistance to residents of the
states who require such assistance as a result of a traumatic brain injury. Defines
traumatic brain injury.

Virginia HJR 462, 1993 Laws

e Conferences on Brain Injuries and Cognitive Rehabilitation Services

Directs the Secretary of Health and Human Resources to conduct two education
conferences to increase knowledge regarding brain injuries and cognitive rehabilitation
service and to train case managers in the skills of negotiation to enhance utilization of
limited funding resources for cognitive rehabilitation services. The conference should be
conducted by July 1, 1994.

HJR 573, 1993 Laws

e Cognitive Rehabilitation Services

Asks the Secretary for Health and Human Resources to direct appropriate state
agencies to conduct feasibility studies to expand current public dollars spent on
cognitive rehabilitation services. A report is required by July 1, 1994.

SOURCE: Long-Term Care--An Overview of 1993 State Legislative Activity. (1993, January). The George
Washington University: Intergovernmental Health Policy Project.
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VII. OUTCOMES AND QUALITY

Subacute care providers recognize the importance of outcome measures and the
collection of data to substantiate claims that subacute care can substitute for more
traditional care (National Report on Subacute Care, 1994; Physical Rehab Update,
1994). An Indication of their concern with outcomes is demonstrated by the fact that all
associations that have a formal definition of subacute care maintain that subacute care
is outcome oriented (AHCA, 1994; ASCA, 1994; ISHA, 1994). Providers have been
active in working with accreditation agencies to develop standards for subacute care, as
well as sponsoring research. The Commission on Accreditation of Rehabilitation
Facilities (CARF) has developed accrediting standards issued in July 1994. The Joint
Commission on the accreditation of Health Care Organizations has also developed a
subacute care protocol, to be implemented in January 1995.

The current body of literature on the empirical study of quality and outcomes
related to care that might be characterized as subacute care is very limited. Three sets
of research have taken place and there is additional research in process.

e The Marianjoy Group

Rehabilitation professionals at the Marianjoy Rehabilitation Hospital and Clinics
in Wheaton, lllinois, have conducted several comparisons of small groups of
patients treated in inpatient rehabilitative hospitals to patients in subacute
settings with intensive rehabilitative settings. The researchers matched patients
in the comparison groups by demographic and medical indicators and examined
differences in outcomes, lengths of stay and discharge destination.

e The Post-Acute Care Study

Robert Kane has conducted two studies using the same database. The original
study, best known as the Post-Acute Care (PAC) Study, is an individual level
study of Medicare beneficiaries conducted by the University of Minnesota as a
companion study to determine utilization of post-acute care following the
implementation of the Prospective Payment System (Kane, 1994). The PAC
study followed 2,000 individuals with one of five diagnoses discharged from
hospitals in three states for a year post-discharge and assessed discharge
destination as well as outcomes at six weeks, six months, and 12 months post-
discharge. The PAC study compared the actual discharge destination to an
optimal destination (with a predicted best outcome). In a second study, using the
same database, an expert panel differentiated between traditional rehabilitative
care, rehabilitative nursing homes, and traditional nursing home care (Kane et
al.., 1993). Outcomes for hip fracture and stroke patients discharged to one of
the three types of facilities were compared to outcomes that would have taken
place in an optimal discharge location.
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e The HCFA Ventilator Study

This study has two parts. A case study of four hospital-based units participating
in this congressionally mandated study and a larger outcomes study. The case
study of hospital ventilator patients has been completed. This study qualitatively
examined the structure, staffing, and operation of four demonstration units for
ventilator dependent patients in order to determine the cost-effectiveness of the
units. The qualitative aspect of the research was structured using two key
elements of unit operations: 1) a unit staffing profile, and 2) key processes in
patient care. Document reviews and intense structured interviews with staff
members provided information for the analysis (Lewin-VHI, 1994).

Below we discuss the findings of these studies, organized by structure/process
and outcomes. We conclude with some discussion of research in progress.

A. Structure and Process Measures of Quality

The literature generally indicates that subacute care requires more skilled staff
than traditional care, though “appropriate staffing levels” for different types of patients
have not generally been specified. Ideally, one would like to have information on the
appropriateness of staffing levels and whether this makes any difference.

Aspects of staffing have been studied in the HCFA Ventilation Study. The four
demonstration ventilator units are identified as similar, nevertheless, researchers found
substantial variation across the four units In identification of appropriate candidates for
the unit, admission screening criteria, staffing, and patient care management. The
approaches used by the ventilator unit varied in staffing, team philosophy, staff
communication, staff turnover, and other distinctions that affect quality of care. Results
from the qualitative study of the four VRUs indicate that admission screening, staffing
issues, and team philosophy appear to make a difference, although a definitive answer
awaits completion of the formal outcome study (Lewin-VHI, 1994).

B. Outcomes
e The Marianjoy Group

In two related studies, researchers compared functional outcomes for patients
treated in a rehabilitation hospital to patients treated in a subacute rehabilitation
facility and found that most functional outcomes were not significantly different
when they controlled for age, sex, diagnostic category, primary payer, or
admission status (Kilgore et al.., 1993; Oken, Kilgore, & Peterson, 1994).
Significant differences in one measure, called “Applied Self Care” and described
as “a measure of independence in bowel, bladder, safety, and medication
management” (Kilgore et al... 1993, p.658; Oken et al.., 1994, p.1037), were
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C.

found with the inpatient group demonstrating greater function in this area in both
Marianjoy studies. Researchers also found that there were no statistically
significant differences in patient outcome when they varied the amount of
physical and occupational therapy in a subacute setting (Oken et al.., 1993). In
another study at Marianjoy, researchers found statistically significant higher rates
of death and emergency transfers for subacute rehabilitation patients (in nursing
home settings) after the first week of admission. When patients were compared
by age, this higher rate was found only for elderly patients (65 years or older)
(Rao et al.., 1994).

The Post-Acute Care Study

In the original Post-Acute Study, researchers compared the actual discharge
destination to an optimal destination (with a predicted best outcome) and found a
lower amount of agreement between the optimal and actual destination for
patients discharged to nursing homes. They concluded that traditional nursing
homes were ill prepared to care for post-acute patients (Kane, 1994).

In a subsequent study using the same data, but focused on rehabilitation,
researchers found differences in outcomes by diagnosis. They further found that
stroke patients appeared to have better outcomes when discharged to a
traditional rehabilitation facility rather than either a RNH or a traditional nursing
home, but that 20 percent of the hip fracture patients discharged to a traditional
nursing home would have had better outcomes in a RNH (Kane et al.., 1993).

Outcome Research in Progress

At present we have identified two major formal studies underway that are

addressing quality and outcomes for some of the types of patients typically included
under the term subacute care. In addition, various providers are undertaking other
research activities related to this issue.

1.

Formal Outcome Studies
Ventilator Patient Outcomes

An outcome study of patients admitted to the HCFA ventilator demonstration
units is in process. This is the quantitative companion study to the qualitative
study of the HCFA study discussed earlier. In this study, patient outcome data
will be linked to National Claims History Files and will be compared to a matched
sample of ventilator dependent patients cared for in traditional facilities extracted
from the Uniform Clinical Data Set.
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Rehabilitation Outcomes

The University of Colorado is studying a comparison of rehabilitation in fee-for-
service and capitated settings for elderly patients. This is a five year study of
approximately 1,200 patients with stroke, hip fracture, and medical/surgical
diagnoses currently in the process of collecting clinical and cost data. In a
second study, researchers will compare the functional status of stroke and hip
fracture patients treated in SNFs to patients treated in rehabilitation facilities. The
study will follow approximately 3,000 patients longitudinally.

Other Related Activities

Providers undertaking related research activities include: 1) a group of providers

working with a consulting group called Formations on an outcome measure, and 2) work
by Integrated Health Services.

The Formations Group Study

A group of five large nursing facility providers has engaged the services of a
consultant, “The Formations Group,” to assist in developing outcome measures
that will facilitate the comparison of outcomes Across facilities. The outcome
measures being considered include: length of stay, number of visits, activities of
daily living capability, mobility and locomotion capability, communication
capability, cognitive status, “gains in Rancho Los Amigos Coma Scale and return
to home rate” (Physical Rehab Update, Spring, 1994, p.2).

Integrated Health Services

Integrated Health Services (IHS), one of the larger providers of subacute care,
has developed a database that provides information on outcomes for the IHS
system. This database provides information on: patient demographics,
diagnoses, and 59 clinical indicators from nursing, social work, and from
physical, occupational and speech therapies (from unpublished information from
IHS Outcomes Management & Research, 1994). These data can be reported at
the following levels: local, regional, and national, by patient, facility, product,
program, diagnosis, and cost center. IHS reports that they recently hired an
individual at the doctorate level to provide direction on data analyses of the data
collected.
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VIII. CONCLUSION

As noted in the introduction, and throughout this report, there is very little solid,
research-based information currently available on subacute care. It is our current sense,
however, that probably only a relatively small amount of care provided in various
settings that are candidates for subacute care would meet the newer, more stringent
definitions beginning to be advanced.

In the next steps of this project, we will supplement the information presented in

this report with extensive telephone interviews, site visits, and additional documentary
review.
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APPENDIX A. PROPAC SUMMARY OF
DIFFERENCES IN MEDICARE PAYMENT POLICIES

FOR POST-ACUTE PROVIDERS

Home Health
Agencies

Skilled Nursing
Facilities

Rehabilitation
Hospitals and
Distinct-Part Units

Long-Term
Hospitals

Payment Method

Reasonable costs,
subject to 112%
mean cost for all
urban; rural
agencies receive a
higher limit; cost
limits are

Reasonable costs,

subject to cost limits.

Cost limits for
routine operating
cost are established
separately for urban
and rural facilities

Reasonable costs
subject to limit as
specified in TEFRA
(limit equals facility-
specific costs in
base year trended
forward)

Reasonable costs
subject to limit as
specified in TEFRA
(limit equals facility-
specific costs in
base year trended
forward)

determined and for freestanding

separately by type (112% of mean) and

of service, but are hospital-based

applied in the facilities (112% of

aggregate freestanding mean
plus 50% of
difference between
freestanding man
and 112% of the
hospital-based
mean).

Payment Unit per visit per diem per discharge per discharge

Treatment of
Ancillaries and
Supplies

supplies paid on a
pass-through

ancillaries and
supplies paid on a
pass-through

included in payment

included in payment

Treatment of Capital

N/A

capital paid on a
pass-through

capital paid on a
pass-through

capital paid on a
pass-through

Benefit Limits
Restrictions

no limit to number of
visits, length of
coverage;
beneficiary must be
homebound and
need intermittent
care

coverage for 100
days per illness
episode, beneficiary
must have had a
minimum 3 day
hospitalization in
prior 30 days

coverage for first 90
days per illness
episode plus 60
lifetime reserve days

coverage for first 90
days per illness
episode plus 60
lifetime reserve days

Beneficiary Cost-
Sharing

None

after first 20 days,
daily copayment
($84.50 in 1993)

deductible for first
60 days ($676 in
1993); coinsurance
for days 61-90 ($169
in 1993); plus 60
day lifetime reserve
with a coinsurance
of $338 per day

deductible for first
60 days ($676 in
1993); coinsurance
for days 61-90
($169 in 1993); plus
60 day lifetime
reserve with a
coinsurance of $338
per day

SOURCE: ProPAC unpublished document presented at August 24, 1994 meeting.
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APPENDIX B. GROWTH IN NUMBER OF

POST-ACUTE PROVIDERS

Facility Type Number of Medicare-Certified Facilities
1986 | 1990 | 1994

Rehabilitation

Hospitals 75 135 187

Distinct-part units 470 687 804
Long-Term Hospitals 94 90 120
Skilled Nursing Facilities

Hospital-based 652 1,145 1,953

Free-standing 8,414 8,120 10,463
Home health agencies 5,907 5,949 7,363

SOURCE: ProPAC analysis of data from Health Care Financing Administration, Office of Survey and

Certification.
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